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Abstract
This research is an attempt to empirically analyse the strategic
behaviour i.e. selectivity and timing skills of mutual fund managers
and persistence in performance of mutual funds in Pakistan using
data set of thirty-three open end equity based mutual funds from June
2008-2016. Strategic behaviour has been analysed through proposed
methodology by Jensen Alpha, Treynor & Mazuy and Henriksson &
Merton. Persistence in risk adjusted performance has been evaluated
using Sharpe, Treynor and Sortino measures. Results indicate that
only few mutual fund managers possess either significant selectivity
or outstanding timing skills in Pakistan. This implies that most of the
mutual fund managers are either speculative or inside traders.
Persistence in performance of mutual funds is not strong enough
because performance of fewer mutual funds exceeds the performance
of capital market. Mutual funds that exhibit positive risk premium
also exhibited underperformance after the adjustment of risk factor.
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Introduction
Mutual funds industry play vital role for the development of
financial markets of country. Mutual funds invest in all types of
financial markets such as stock, money, debt, commodity and currency
market. In developing countries, mutual funds provide strong investors
base to financial markets which otherwise would have been impossible
due to lack of awareness about financial environment for small
investors.
In 2015, annual report published by the mutual funds
association of Pakistan claim that mutual funds industry has earned
21.7% return as compared to 16.01% return of KSE (Karachi Stock
Exchange) 100 index. Over the last five years from 2010 to 2015, net
asset of mutual funds industry has been increased by 122%. Mutual
funds industry has reported assets under management of worth PKR
443 billion rupees.  The share of equity, income and money market
mutual funds in AUM (Assets Under Management) is 39.95%, 22.79%
and 18.05% respectively.
Mutual funds industry is one of the fast growing industry in
Pakistan(Mahmud and Mirza 2011). Mutual funds industry in Pakistan
has been struggling to move towards maturity by passing through
evolutionary phase. In a report published in 2012, in terms of returns,
it has been claimed that twenty mutual funds amongst the top hundred
equity mutual funds belong to mutual funds industry of Pakistan.4
Among these twenty mutual funds the highest and the lowest return
is 105.2%  by Golden Arrow Selected Stock Fund, having 5th ranking
worldwide and 74.23% by Safeway Mutual Fund having 20th worldwide
ranking.
As the mutual funds industry of Pakistan has experienced
significant growth over the last few years despite of slow economic
growth due to challenges and relatively fewer opportunities. The
number of mutual funds and net asset value both have been increased.
It cannot be said that upward significant movement in returns is due
to selectivity skills and timing abilities of mutual fund managers. As
4-http://pdf.reuters.com/pdfnews
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few studies are available in the context of performance evaluation of
mutual funds industry of Pakistan with limited number of performance
appraisal techniques and focusing on limited number of mutual funds
for limited time duration. The important question arises here is to trace
out certain insights of mutual funds industry of Pakistan with longer
data set. The intention of this research is to investigate the strategic
behaviour by appraising selectivity skills and timing abilities of mutual
fund managers and persistence in performance through risk adjusted
performance measures. Therefore, this study is an attempt to address
the answer of two basic questions. First, to which extent the decisions
of mutual fund managers are effective in selecting stocks and timing
the capital market. The mutual fund managers would be speculative
regarding strategic conduct if they do not possess significant
selectivity skills and time management abilities. Second, how efficiently
can mutual fund managers manage the investments portfolio to ensure
persistence in performance? Managers work as agents to achieve
common goals for principals, i.e. Maximization of shareholders wealth.
However, sometimes it is observed that the deviation from these goals
by mutual fund managers for own benefit arises agency problem.
Furthermore, evidences on emerging market mutual funds in
all continents of the globe are scarce. This study will add landmark
value addition in existing literature on one of the prominent emerging
market of mutual funds in South Asia. This Study will help both national
and international stakeholders to know strategic behaviour and risk-
adjusted performance apart from the rapid growth of mutual funds
industry. This study focuses only on the open-end mutual funds
because of multiple reasons. First, open-end mutual funds are being
established rapidly. Second, the closed end mutual funds in Pakistan
are transfiguring into open-end mutual funds. Third, the open-end
mutual funds have gained popularity of being amongst top hundred
mutual funds in the worldwide ranking in recent years.
The second section of this written composition contains the
literature review, the third section is about research methodology, the
fourth section is about results and discussion and the fifth section
contains the concluding remarks.
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Literature Review
In Pakistan, the performance of mutual funds industry is
below the performance of capital market (Nafees, Shah and Khan
2011). None of the mutual funds has been able to outperform the
performance of capital market (Mahmud and Mirza 2011). Analysis of
institutional owned mutual funds and non-institutional owned mutual
funds has revealed that performance of institutional owned mutual
funds is better than the non-institutional owned mutual funds (Gohar,
Ahmed and Niazi 2011).Well diversified mutual funds are in better
position to outperform the capital market than poorly diversified
counterparts (Razzaq, Gul, Sajid 2012). Net asset value has short run
as well as long run relationship with macroeconomic indicators (Nafees
and Afza 2014). Islamic mutual funds have outperformed their
benchmark. Whereas, conventional mutual funds have been unable
to outperform their benchmark (Zia 2015). Performance of closed end
mutual funds in Pakistan remained below the benchmark level(Bilawal,
Dilawar Khan, Yasir Hussain and Akmal 2016).
Whereas in case of emerging markets other than Pakistan
results are different. The Portuguese mutual funds managers do not
exhibit positive selectivity skills and timing abilities (Romacho and
Cortez 2006). In Malaysia, the performance of unit trust funds and
KLCI (Kuala Lumpur Composite Index) differ significantly in the long
run relationship. In the short run, the unit trust funds are granger
caused by the KLCI (Low and Ghazali 2007). In Hong Kong, the
performance of mutual funds is not better than the capital market.
Returns of actively managed mutual funds do not reflect significant
selectivity skills and time management abilities (Abdel-Kader and Qing
2007). In Poland, mutual funds managers own positive insignificant
selectivity skills but evidence regarding timing abilities has not been
found (Swinkels and Rzezniczak 2009). In Taiwan, such mutual funds
that have performed well or poor in previous years tend to continue
the same trend in subsequent years (Hou 2012). In emerging markets
during financial crisis of 2008 negative, positive and mixed results
have been found regarding market timing abilities  (Cave, Hubner and
Sougne 2011). The characteristics of country play vital role for better
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performance of mutual funds. Mutual funds located in such countries
where stock market liquidity is high with strong legal institutions reveal
better performance (Ferreira, Keswani, Miguel and Ramos 2013).
Research Methodology
This study has utilized selectivity skills and timing abilities
 measures along with risk adjusted performance measures as proposed
by (Chua and Koh 2007), (Swinkels and Rzezniczak 2009), (Ben
Belgacem and Hellara 2011),(Lin, Wang and Tu 2011),(Christensen
2013) and (Jensen 1968).
Jensen (1968) introduced the model which is also known as
Jensen Alpha. This model has been derived using CAPM (Capital
Asset Pricing Model). The CAPM assumes that expected returns are
ܴ݅ ,ݐ − ݂ܴ = ߙ + ߚ൫ܴ݉ ,ݐ − ݂ܴ൯ + €݅ ,ݐ … … … … … … … (1) 
 is the return of ith mutual fund in time t and f is the risk
free return.  is known as Jensen Alpha value.  is the coefficient of
market premium.  is the market premium, where, m,t is the
return of market in time t and  is the error term.
Jensen Alpha model does not take into account the timing
abilities of the mutual fund managers while moving in and out from
capital market or making investment decision on the basis of low and
high  value. So, to consider the selectivity skills and timing abilities
 of mutual fund managers simultaneously, model was developed by
(Treynor and Mazuy 1966). Mutual fund managers have some private
information relating to the size and direction of market movement
which is the basic assumption used by Treynor and Mazuy. The
proposed model is given below
ܴ݅ ,ݐ − ݂ܴ = ߙ + ߚ൫ܴ݉ ,ݐ − ݂ܴ൯ + ߬ܶܯ ൫ܴ݉ ,ݐ − ݂ܴ൯2 + €݅,ݐ   … … … … … … … (2) 
 is the coefficient that will be used to determine timing abilities of
mutual fund managers.  is additional premium that would be
realized by mutual fund managers because of additional information.
Another model which assumes that mutual fund managers have
information about the direction of market return movement was
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developed by (Henriksson and Merton 1981). The proposed model
is given below.
        is the coefficient of market timing abilities,                             will take
the value 1 if the market return is above the risk free rate otherwise
zero.   the whole term is used to know the timing
abilities of mutual fund managers.
After analysing the selectivity skills and timing abilities of
mutual fund managers the risk adjusted performance has also been
measured to know about the risk and return characteristics of mutual
fund managers as used by Arugaslan, Edwards and Samant (2007),
Abdel-Kader and Qing (2007) and Swinkels and Rzezniczak (2009).
Another purpose of measuring risk adjusted performance is to know
whether mutual fund managers consider risk averse behaviour or risk
taking. If managers are able to outperform the market then investors
would be more willing to invest in such mutual funds. First measure
utilized for risk adjusted performance is known as Sharpe measure
developed by  (Sharpe 1966). This performance measure is widely
used by stakeholders. This measure explains that how much excess
return is earned over per unit of absolute risk. The formula of this
measure is given below.
ܴ݅,ݐ − ܴ݂ = ߙ + ߚ൫ܴ݉ ,ݐ −ܴ݂൯+ ߬ܶܯ ∗ ܫ{ܴ݉ ,ݐ > ܴ݂} ∗ ൫ܴ݉ ,ݐ − ݂ܴ൯  + €݅ ,ݐ  … … … … … … … (3) 
߬ܶܯ   , ܫ{ܴ݉ ,ݐ > ݂ܴ}  
. ܫ{ܴ݉ ,ݐ > ݂ܴ} ∗ ൫ܴ݉ ,ݐ − ݂ܴ൯ 
ܵܯ݅ = ܫܰ∑ ܴ݅ ,ݐ − ݂ܴ݊݅=1
ට ܫ
ܰ
∑ ቀܴ݅ ,ݐ − ܫܶ∑ ܴ݅ ,ݐ݊݅=1 ቁ2݊݅=1
    … … … … … … … (4) 
Treynor measure is the second measure utilized for risk
adjusted performance developed by (Treynor 1965).This measure
utilizes relative risk to calculate excess return over per unit of relative
risk. Relative risk is also known as market volatility. Formula of
Treynor measure is given below.
Where, rm = market return, ri = portfolio return,  rf = risk free
return, n = number of observations.
Third measure utilized for risk adjusted performance of mutual
funds is Sortino measure developed by (Sortino and Van Der Meer
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ܴܶ݅ = ܫܶ∑ ܴ݅ ,ݐ − ݂ܴ݊݅=1 ߚ  … … … … … … … (6) 
  ߚ = ∑൫݉ݎ − ݂ݎ ൯ ∗ ൫݅ݎ − ݂ݎ ൯݊ ∗ ∑ ൫݉ݎ − ݂ݎ ൯݊ ∗ ∑൫݅ݎ − ݂ݎ ൯݊
∑൫݉ݎ − ݂ݎ ൯
2
− ݊ ∗ (∑൫(݉ݎ − ݂ݎ )/݊൯2 … … … … … … … (6.1) 
1991). Sortino measure calculate excess return over per unit of absolute
downside risk. The formula of this measure is given below.
ܴܵ݅ = ܫܰ ∑ ܴ݅ ,ݐ − ݂ܴ݊݅=1
ට ܫ
ܰ
∑ ቀܴ݅ ,ݐ − ܫܶ∑ ܴ݅ ,ݐ݊݅=1 ቁ2݊݅=−∞
    … … … … … … … (6) 
Downside risk is important because it ensures that risk has
been taken into account more realistically to measure the performance.
In calculation of Sharpe measure both upside and down side risk is
used to measure the performance. Whereas, while calculating Sortino
measure, only down risk is used.
Sample Construction
Non-probability convenient sampling technique has been
used to collect the sample data from MUFAP (Mutual Funds
Association of Pakistan) and respective websites of each assets
management company. In this research, sample of thirty-three open-
end equity based mutual funds has been analysed due to data
constraint .The collected data set ranges from June 2008 to June 2016
on yearly basis. PSE(Pakistan Stock Exchange) 100 index which is also
known as KSE (Karachi Stock Exchange) 100 index is used as benchmark
return. T-bills return is proxy for risk free rate of return that is taken
from website of SBP (State Bank of Pakistan).
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Results and Discussion
Table 1
Jensen Alpha Measure
M utual Fund  
T icker  
A lpha  V alue  t-V alue  
   
A K D IT F  -12 .844  -2.700 
A K D O F  -1 .336 -0.221 
A G H P IM F  -10 .210  -3.742 
A G H P V F  2 .928  0.485 
A G H P SF  5 .960  2.932 
A ISF  -1 .450 -0.718 
A SM F  -3 .425 -1.223 
H B LSF  -6 .994 -2.164 
H B LM A F  -5 .166 -2.218 
B M A C R SF  -8 .361 -2.002 
JSG F  -12 .518  -2.357 
JSIF  18 .321  1.683 
JSL C F  18 .446  1.983 
JSV F  -10 .183  -0.999 
A H Y S  -7 .038 -2.420 
A A A F  4 .391  0.566 
U SA F  -0 .878 -0.180 
U B LSSF  31 .365  0.871 
F IG F  -1 .813 -2.369 
F B G F  0 .657  0.207 
F D M F  -11 .419  -2.091 
F H IF  -2 .411 -2.640 
N IU T  -10 .555  -2.056 
U T F  -6 .216 -1.237 
N A FA SF  -9 .334 -1.617 
N A FA M A F  -4 .209 -1.446 
M IF  -0 .833 -0.240 
P A A F  -8 .553 -2.754 
P C M F  0 .109  0.032 
P SM F  0 .316  0.078 
P SA F  -7 .867 -2.946 
P IC IC EF  -2 .430 -0.997 
F C M F  -13 .497  -3.330 
 
Notes: Table 1 contains result  of Jensen Alpha measure. The first column
contains the name of all mutual funds in the sample. Second column contains
the alpha value and the third column contain the t-statistics of    values.α 
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Results relating to the selectivity skills and timing abilities
differ with the use of different models. Our purpose is not to
compare the power of each model. Detail of tickers used in table of
results is available in the table of annexure. Table 1 exhibits that only
fewer mutual fund managers possess selectivity skills because only
two mutual funds have positive significant alpha value i.e. AGHPSF
and JSLCF. The rest of mutual fund managers hold poor selectivity
skills because of negative or positive but insignificant alpha values.
As the t-value must be greater than or equal to 1.96 in absolute term to
measure the statistical significance, this implies that fewer mutual fund
managers have the ability to beat the capital market performance.
Table 2 exhibits results of Treynor and Mazuy model. None
of the mutual fund managers hold positive significant selectivity skills
and market timing abilities simultaneously. Such fund managers that
have shown positive significant timing abilities their selectivity skills
are insignificant. Some of the mutual fund managers possess significant
negative timing and insignificant positive or negative selectivity skills.
Only four mutual fund managers possess positive timing skills but
they possess insignificant selectivity skills.
Table 3 contains results derived using model developed by
Henriksson and Merton. These results are considerably different
than previous one. None of the mutual fund managers have exhibited
significant positive selectivity skills and timing abilities. Only FBGF
mutual fund managers exhibited positive significant timing abilities
but it’s selectivity skills are negative and insignificant. Fewer mutual
fund managers possess insignificant selectivity skills and timing
abilities  or vice versa. Some of mutual fund managers possess
insignificant positive selectivity skills and negative timing abilities or
vice versa.
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Mutual 
Funds 
Ticker 
α α t-Value β βt Value τTM τTM t-Value 
       
AKDITF -5.040 -0.936 0.424 2.784 -0.009 -2.102 
AKDOF 7.932 1.112 0.848 4.203 -0.011 -1.885 
AGHPIMF -7.340 -1.985 0.204 1.952 -0.003 -1.125 
AGHPVF -6.870 -0.999 0.054 0.275 0.012 2.066 
AGHPSF 4.012 1.431 0.335 4.223 0.002 1.008 
AISF -5.637 -3.291 -0.069 -1.427 0.005 3.544 
ASMF 2.843 1.483 0.740 13.644 -0.007 -4.739 
HBLSF -1.480 -0.417 0.491 4.897 -0.006 -2.255 
HBLMAF -1.019 -0.415 0.388 5.587 -0.005 -2.448 
BMACRSF -11.029 -1.830 0.270 1.586 0.003 0.642 
JSGF -3.171 -0.560 0.925 5.772 -0.011 -2.393 
JSIF 2.622 0.197 0.057 0.151 0.018 1.709 
JSLCF 0.228 0.026 -0.085 -0.343 0.021 3.027 
JSVF 6.295 0.540 0.923 2.799 -0.019 -2.048 
AHYS -5.463 -1.290 -0.065 -0.543 -0.002 -0.539 
AAAF -8.943 -1.057 0.004 0.017 0.016 2.285 
USAF 6.783 1.196 0.857 5.344 -0.009 -1.959 
UBLSSF 34.370 0.640 1.343 0.885 -0.004 -0.081 
FIGF -0.918 -0.908 0.005 0.180 -0.001 -1.285 
FBGF -1.115 -0.241 0.185 1.413 0.002 0.556 
FDMF -11.727 -1.440 0.704 3.059 0.000 0.055 
FHIF -1.678 -1.300 0.038 1.035 -0.001 -0.824 
NIUT 1.679 0.675 0.281 3.990 -0.014 -7.137 
UTF 3.224 0.646 0.545 3.860 -0.011 -2.743 
NAFASF 2.387 0.468 0.956 6.635 -0.014 -3.335 
NAFAMAF 0.586 0.178 0.462 4.970 -0.006 -2.117 
MIF 6.726 2.579 0.584 7.919 -0.009 -4.203 
PAAF -5.711 -1.323 0.182 1.493 -0.003 -0.955 
PCMF 4.172 0.923 0.491 3.842 -0.005 -1.304 
PSMF 7.199 1.607 0.421 3.322 -0.008 -2.229 
PSAF -2.587 -1.048 0.611 8.757 -0.006 -3.102 
PICICEF -3.270 -0.908 0.497 4.879 0.001 0.338 
FCMF -4.146 -1.706 0.732 10.648 -0.011 -5.580 
 
Table 2
Treynor and Mazuy
Notes: The above table shows results of Treynor and Mazuy model. i.e.
. In this model
both selectivity skills and timing abilities  are calculated at the same time. It is
assumed that the mutual fund managers have information about the direction
and magnitude of market movement.
ܴ݅,ݐ − ݂ܴ = ߙ + ߚ൫ܴ݉ ,ݐ − ݂ܴ൯ +  ߬ܶܯ൫ܴ݉ ,ݐ − ݂ܴ൯2 + €݅ ,ݐ  
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Mutual Funds 
Ticker 
α α t-Value β βt Value τTM τTM t-Value 
       
AKDITF -6.098 -0.527 0.706 2.397 -11.163 -0.646 
AKDOF 13.436 0.987 1.335 3.849 -24.444 -1.201 
AGHPIMF -16.129 -2.554 0.119 0.737 9.794 1.038 
AGHPVF -13.963 -1.066 -0.490 -1.470 27.950 1.428 
AGHPSF 2.863 0.583 0.233 1.858 5.123 0.698 
AISF -5.296 -1.110 -0.226 -1.856 6.364 0.892 
ASMF 1.038 0.154 0.945 5.501 -7.384 -0.733 
HBLSF -0.394 -0.052 0.732 3.802 -10.921 -0.967 
HBLMAF -2.059 -0.362 0.527 3.643 -5.140 -0.605 
BMACRSF -21.821 -2.549 -0.077 -0.355 22.272 1.741 
JSGF -0.354 -0.029 1.355 4.373 -20.129 -1.107 
JSIF -15.336 -0.674 -0.963 -1.662 55.693 1.638 
JSLCF -2.098 -0.098 -0.851 -1.557 33.994 1.060 
JSVF 14.230 0.615 1.748 2.967 -40.397 -1.169 
AHYS -8.843 -1.217 -0.080 -0.430 2.988 0.275 
AAAF -2.685 -0.140 -0.378 -0.771 11.710 0.407 
USAF -0.477 -0.039 0.994 3.188 -0.664 -0.036 
UBLSSF 7.027 0.078 0.845 0.369 40.271 0.300 
FIGF 0.279 0.166 0.067 1.575 -3.461 -1.383 
FBGF -10.736 -1.756 -0.101 -0.651 18.851 2.064 
FDMF -4.957 -0.370 0.845 2.472 -10.693 -0.533 
FHIF 0.711 0.393 0.120 2.610 -5.167 -1.910 
NIUT -6.579 -0.515 0.574 1.764 -6.579 -0.344 
UTF 5.761 0.505 0.972 3.345 -19.819 -1.163 
NAFASF 1.095 0.080 1.387 3.967 -17.257 -0.841 
NAFAMAF -5.010 -0.685 0.524 2.813 1.326 0.121 
MIF 5.226 0.630 0.847 4.010 -10.027 -0.809 
PAAF -15.842 -2.238 0.065 0.363 12.063 1.140 
PCMF 9.384 1.245 0.768 3.997 -15.348 -1.362 
PSMF -2.026 -0.200 0.483 1.867 3.875 0.255 
PSAF -0.402 -0.069 0.867 5.869 -12.352 -1.424 
PICICEF 2.814 0.498 0.601 4.176 -8.678 -1.028 
FCMF -11.605 -1.143 0.930 3.597 -3.130 -0.206 
 
Table 3
Henriksson and Merton
Notes: The above mentioned results are derived using model developed by
Henriksson and  Merton. i.e.
In this model, it is assumed that mutual fund managers have information about
the direction of market return.
ࡾ࢏,࢚ − ࡾࢌ = ࢻ + ࢼ൫ࡾ࢓,࢚ − ࡾࢌ൯ + ࣎ࢀࡹ ∗ ࡵ{ࡾ࢓,࢚ > ࡾࢌ} ∗ ൫ࡾ࢓,࢚ − ࡾࢌ൯  + €࢏,࢚  
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Table 4
Sharpe Measure
Market Benchmark Average 
Returns 
Average 
Excess Return 
Standard 
Deviation 
Sharpe 
Measure 
Market KSE 100 15.67 4.50 29.29 0.15 
Mutual Fund Ticker       
AKDITF 0.87 -10.31 20.92 -0.49 
AKDOF 14.43 3.25 33.81 0.10 
AGHPIMF 2.12 -9.06 10.57 -0.86 
AGHPVF 13.60 2.42 17.01 0.14 
AGHPSF 18.52 7.34 10.50 0.70 
AISF 9.09 -2.09 6.92 -0.30 
ASMF 11.62 0.44 25.96 0.02 
HBLSF 6.85 -4.32 19.30 -0.22 
HBLMAF 8.11 -3.07 14.89 -0.21 
BMACRSF 3.85 -7.33 13.33 -0.55 
JSGF 3.61 -7.57 34.94 -0.22 
JSIF 28.56 17.38 30.74 0.57 
JSLCF 27.84 16.67 28.16 0.59 
JSVF 6.48 -4.70 45.08 -0.10 
AHYS 3.96 -7.22 8.13 -0.89 
AAAF 14.57 3.39 22.42 0.15 
USAF 14.81 3.63 31.88 0.11 
UBLSSF 48.92 37.74 107.72 0.35 
FIGF 9.46 -1.72 2.20 -0.78 
FBGF 12.54 1.37 9.91 0.14 
FDMF 12.54 -8.22 25.48 -0.32 
FHIF 8.99 -2.18 2.92 -0.75 
NIUT 2.84 -8.34 20.77 -0.40 
UTF 8.18 -3.00 24.82 -0.12 
NAFASF  7.12 -4.06 36.06 -0.11 
NAFAMAF 9.45 -1.73 18.23 -0.09 
MIF 13.60 2.42 23.43 0.10 
PAAF 3.68 -7.50 13.72 -0.55 
PCMF 13.84 2.67 17.70 0.15 
PSMF 13.94 2.77 18.54 0.15 
PSAF 6.51 -4.66 23.67 -0.20 
PICICEF 10.96 -0.22 14.38 -0.02 
FCMF 1.74 -9.43 28.45 -0.33 
 
Notes: First column has average return from 2008-2016. Second column has
average excess return which is also known as market/risk premium. Third
column has standard deviation of excess returns. The fourth column has results
of Sharpe measure.
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Comparing the risk return characteristics is the basic principle
of investment decision. Table 4 shows results of first risk adjusted
performance i.e. Sharpe measure. Excess return of some mutual funds
is negative and of some is positive. Capital market performance is not
better than four mutual funds that has earned greater excess return
over per unit of risk than capital market. Some mutual funds have
positive Sharpe measure but it is less than one. This implies that
mutual fund return is less over per unit of risk. Risk of capital market is
higher than many mutual funds thus Sharpe measure is lower.
Results of Treynor measure are reported in Table 5. Beta is
relative measure of risk. Only six mutual funds move in opposite
direction of the capital market movement. This implies that most of the
mutual fund managers have constructed their portfolios in accordance
of capital market movement.  Four mutual funds have aggressive beta.
More than fifty percent of mutual funds have negative Trenory measure
because of inability of mutual fund managers to beat the capital market.
Table 6
Sortino Measure
Market Benchmark Average 
Returns 
Average 
Excess Return 
Down 
Side 
Risk 
Sortino 
Measure
Market KSE 100 
Index 
15.67 4.50 52.35 0.085 
Mutual Fund Ticker         
AKDITF 0.87 -10.31 22.07 -0.467 
AKDOF 14.43 3.25 26.45 0.123 
AGHPIMF 2.12 -9.06 13.41 -0.675 
AGHPVF 13.60 2.42 10.20 0.238 
AGHPSF 18.52 7.34 2.76 2.665 
AISF 9.09 -2.09 4.58 -0.455 
ASMF 11.62 0.44 21.12 0.021 
HBLSF 6.85 -4.32 17.53 -0.247 
HBLMAF 8.11 -3.07 13.19 -0.233 
BMACRSF 3.85 -7.33 14.50 -0.505 
JSGF 3.61 -7.57 31.81 -0.238 
JSIF 28.56 17.38 10.38 1.675 
JSLCF 27.84 16.67 5.20 3.205 
JSVF 6.48 -4.70 39.83 -0.118 
AHYS 3.96 -7.22 10.49 -0.688 
AAAF 14.57 3.39 11.66 0.291 
USAF 14.81 3.63 23.29 0.156 
UBLSSF 48.92 37.74 12.35 3.056 
FIGF 9.46 -1.72 2.61 -0.659 
FBGF 12.54 1.37 6.37 0.215 
FDMF 12.54 -8.22 22.59 -0.364 
FHIF 8.99 -2.18 3.48 -0.627 
NIUT 2.84 -8.34 20.64 -0.404 
UTF 8.18 -3.00 22.55 -0.133 
NAFASF 7.12 -4.06 32.95 -0.123 
NAFAMAF 9.45 -1.73 15.16 -0.114 
MIF 13.60 2.42 18.61 0.130 
PAAF 3.68 -7.50 12.49 -0.601 
PCMF 13.84 2.67 14.11 0.189 
PSMF 13.94 2.77 14.87 0.186 
PSAF 6.51 -4.66 19.86 -0.235 
PICICEF 10.96 -0.22 10.91 -0.020 
FCMF 1.74 -9.43 27.83 -0.339 
 
Notes: Sortino measure is calculated assuming downside risk. Down side risk
and sortino measure results are reported in third and fourth column
respectively
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Market Benchmark 
Average 
Returns 
Excess 
Returns 
β=Slope of 
Funds 
Treynor 
Measure 
 
Market KSE 100 15.67 4.50 1 4.50 
Mutual Fund Ticker         
AKDITF 0.87 -10.31 0.53 -19.40 
AKDOF 14.43 3.25 0.99 3.29 
AGHPIMF 2.12 -9.06 0.22 -40.84 
AGHPVF 13.60 2.42 -0.13 -19.25 
AGHPSF 18.52 7.34 0.29 25.03 
AISF 9.09 -2.09 -0.15 13.58 
ASMF 11.62 0.44 0.85 0.52 
HBLSF 6.85 -4.32 0.56 -7.69 
HBLMAF 8.11 -3.07 0.44 -6.98 
BMACRSF 3.85 -7.33 0.20 -36.50 
JSGF 3.61 -7.57 1.07 -7.09 
JSIF 28.56 17.38 -0.21 -84.26 
JSLCF 27.84 16.67 -0.39 -42.66 
JSVF 6.48 -4.70 1.16 -4.04 
AHYS 3.96 -7.22 -0.07 96.73 
AAAF 14.57 3.39 -0.21 -16.40 
USAF 14.81 3.63 0.99 3.68 
UBLSSF 48.92 37.74 1.50 25.19 
FIGF 9.46 -1.72 0.00 -883.06 
FBGF 12.54 1.37 0.14 9.78 
FDMF 12.54 -8.22 0.69 -11.97 
FHIF 8.99 -2.18 0.03 -63.88 
NIUT 2.84 -8.34 0.45 -18.35 
UTF 8.18 -3.00 0.68 -4.40 
NAFASF 7.12 -4.06 1.14 -3.56 
NAFAMAF 9.45 -1.73 0.52 -3.32 
MIF 13.60 2.42 0.70 3.46 
PAAF 3.68 -7.50 0.22 -34.84 
PCMF 13.84 2.67 0.55 4.84 
PSMF 13.94 2.77 0.51 5.43 
PSAF 6.51 -4.66 0.69 -6.75 
PICICEF 10.96 -0.22 0.48 -0.46 
FCMF 1.74 -9.43 0.87 -10.84 
 
Table 5
Treynor Measure
Notes: Treynor measure is calculated with the assumption of
relative risk. Market volatility/ Relative risk values are reported in
third column.
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Results of third risk adjusted performance measure are
reported in Table 6. The results are quite similar to previous one.
Market portfolio performance is not better than all mutual funds
because of highest downside risk of capital market than mutual funds.
Amongst all these mutual fund highest and lowest down side risk is
39.83 and 2.61. Sortino measure of most mutual funds is negative and
less than one. Whereas, Sortino measure of four mutual funds is
positive and greater than one which indicate better portfolio
management against downward volatility.
Conclusion
This research is an attempt to measure the strategic behaviour
and risk adjusted performance of rapidly growing mutual fund industry
of Pakistan. Measurements developed by Treynor and Mazuy (1966),
Jensen (1968) and Henriksson and Merton (1981) have been used to
evaluate selectivity skills and timing abilities of mutual fund managers.
Whereas, measures developed by Sharpe (1966), Treynor (1965) and
Sortino have been used to determine the persistence in risk adjusted
performance of mutual funds. As the mutual funds industry of Pakistan
is growing rapidly and some of the mutual funds have ensured abnormal
returns. Therefore, it is expected that this is due to smart decisions of
mutual fund managers. But, the results are contrary to the perceived
judgments about the mutual funds industry. None of the mutual funds
exhibit significant positive selectivity skills and market timing abilities
simultaneously. Majority of mutual fund have exhibited negative
selectivity skills and market timing abilities  irrespective of significance
and insignificance. It means that the mutual fund managers are
speculative in stock selection. This implies that mutual fund managers
might be relying on insider trading rather than working on aspects of
fundamental and technical analysis for stock selection and timing the
capital market. Some mutual funds have positive risk premium.
Therefore, performance of small number of mutual funds  is better than
capital market performance. Risk adjusted performance measures have
also revealed that the majority of mutual funds earned less than the
risk taken. This implies that mutual fund managers have been unable
to beat the capital market.
The investors would not be attracted unless they are
compensated adequately against the risk. The mutual fund managers
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must sharpen their selectivity skills and market timing abilities to trade
actively and attract potential investors. Hence, strategic conduct and
persistence in performance of mutual funds industry is not
satisfactory.
In the context of future research gap, this study has focused
only on open-end equity based mutual funds of Pakistan for the
period of 2008 to 2016 on a yearly basis. This study has utilized only
Sharpe, Treynor and Sortino measure to know persistence in
performance of mutual funds industry of Pakistan.
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Annexure I
 
Sr. No in  
Results 
Table 
Fund Name 
1 AKD Index Tracker Fund 
2 AKD Opportunity Fund 
3 Alfalah GHP Income Multiplier Fund 
4 Alfalah GHP Value Fund 
5 Al-Falah GHP Stock Fund 
6 Atlas Islamic Stock Fund 
7 Atlas Stock Market Fund 
8 HBL Stock Fund 
9 HBL Multi Asset Fund 
10 BMA Chundrigar Road Savings Fund 
11 JS Growth Fund 
12 JS Islamic Fund 
13 JS Large Cap Fund 
14 JS Value Fund 
15 Askari High Yield Scheme 
16 Askari Asset Allocation Fund 
17 United Stock Advantage Fund 
18 UBL Shariah Stock Fund 
19 Faysal Income & Growth Fund 
20 Faysal Balanced Growth Fund 
21 First Dawood Mutual Funds 
22 First Habib Income Fund 
23 National Investment Unit Trust 
24 Unit Trust of Pakistan 
25 NAFA Stock Fund 
26 NAFA Multi Asset Fund 
27 Meezan Islamic Fund 
28 Pakistan Asset Allocation Fund 
29 Pakistan Capital Market Fund 
30 Pakistan Stock Market Fund 
31 Pakistan Strategic Allocation Fund 
32 PICIC Energy Fund 
33 First Capital Mutual Fund 
 
